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Two three-day workshops entitled Seminar for 
Women on Managerial Effectiveness w ill be 
offered in Missoula (May 21-23) and Great Falls 
(June 4-6). The program provides the opportunity 
for professionally oriented women to evaluate 
their personal and professional needs while 
developing a management perspective and setting 
productive career goals. Among the several aspects 
of management to be discussed are: individual 
management models, management theory, 
supervisory skills, career goals, and selected 
approaches for handling situations unique to 
women in management.
Dr. Maureen Fleming Ullrich, Chairwoman of 
the Department of Management at the University 
of Montana, will instruct the course. Dr. Ullrich's 
prim ary classroom w ork has focused on 
organizational behavior and human relations and 
personnel psychology on both undergraduate and 
graduate levels. She has brought her general 
management and supervisory expertise to 
numerous public and private organizations in
Montana and the U.S. Her concern for equal 
employment and career opportunities for women 
has been the foundation of several seminars and 
workshops conducted in Montana. Women in 
Society, Career Opportunities fo r Women, and 
Equal Employment Opportunity in Region I o f the 
U.S. Forest Service are only a few of these seminars.
Any person interested in increasing her 
knowledge of the dynamics of supervisory and 
managerial skills is invited to participate in the 
seminar. Designed to train and promote women to 
positions of greater responsibility and status, the 
seminar will also serve employers meeting 
"affirmative action" plans as required by 
governm ent regula tions. For th is reason, 
employers and supervisors are encouraged to assist 
those employees who wish to enroll in one of the 
sessions.
For a copy of the program brochure, contact the 
Center for Continuing Education, 125 Main Hall, 
University of Montana, Missoula, MT 59812, phone 
(406) 243-2900.
M O N T A N A  IN THE 1980s:
Economic Problems and Challenges
Bureau Director Maxine Johnson led off each seminar with a discussion of the 
statewide outlook. The statistics used reflect data available in early January 1980.
MAXINE C. JOHNSON
Maxine C. Johnson is Director o f the 
Bureau of Business and Economic Re 
search and Professor o f Management, 
School o f Business Administration, Uni 
versity o f Montana, Missoula.
A s  every Monday morning quarterback knows, 
it's much easier to look backward than forward. But 
it also is true that evaluating recent economic 
experience may give us some clues as to the future. 
So let's look, briefly, at the past ten years and then 
talk about the 1980s.
Looking Back at the Seventies
The Montana economy compiled quite a good 
record during the seventies. It wasn't easy. We went 
through two national recessions (in 1970 and 1974) 
and a devastating decline in farm income in 1976 
and 1977. Yet the record was good.




Number of households 33
Employment 37
Total personal income, in 
1972 dollars 47
Per capita income, in 
1972 dollars 30
5







You could do it
or go right to the source.
The 1979 AUBER Bibliography
The AUBER Bibliography provides the researcher with 
information that is not found in standard indexes—namely 
monographs and working papers.
Over 2,200 working papers, monographs, regional business 
reports, journals, conference reports, books, and technical 
reports produced by member institutions of the Associa 
tion for University Business and Economic Research 
(AUBER) and the American Assembly of Collegiate 
Schools o f Business (AACSB) are listed-10% more than 
in last year's Bibliography.
Information is listed in three different ways to facilitate 
research: by subject, institution, and author. If you miss a 
listing in one section, you'll catch it in another.
Over the past 22 years, thousands of researchers, teachers 
managers, public administrators, students, statisticians' 
librarians, and writers have used the AUBER Bibliography 
to locate the materials they need.
*  , ° 2  f f  S i  ■AUBER — * • —
rou can order your copy of the AUBER Bibliograpf 
Volume XX III, by sending a check for $12.50 made o 
to AUBER—WVU Bookstore and mailing it to the
Bureau of Business Research 
209 Armstrong Hall 
West Virginia University 
Morgantown, WV 26506
The preliminary population estimate for July 1979 
from the U.S. Bureau of the Census is 786,000. That's 
92,000, or 13 percent, more people than in 1969. 
According to the estimates, more than half of this 
growth — around 55 percent — represents a natural 
increase; that is, an excess of births over deaths. The 
balance — 45 percent — is a result of people 
moving into the state.
While population was growing 13 percent, the 
number of households was increasing by about 
one-third. That growth was due mostly to the 
large numbers of young people who were born in 
the fifties and early sixties, and who were now 
establishing their own households. If there is any 
number that explains many of the outward changes 
in Montana in the 1970s, it is this one: 70,000 new 
households over the ten year period, in a state with 
so small a population as Montana. No wonder the 
seventies seemed to be characterized by a succes 
sion of new apartment buildings and subdivisions, 
shopping centers and automobiles.
A growth in employment opportunities made it 
possible for Montana's young people to stay in the 
state, for new people to move in, and for 
Montanans in general to enjoy higher incomes. 
Employment increased 37 percent. Total personal 
income, after adjustment for inflation, was up 47 
percent, and real income (average income per 
person adjusted for inflation) was 30 percent higher 
in 1979 than in 1969.
I find these figures rather remarkable. After a 
record of near economic stagnation during the 
1960s, the Montana economy was able during the 
seventies to provide jobs for a rapidly growing 
labor force, and provide a substantial increase in 
personal income for its residents. It is true, 
however, that average incomes in Montana still 
were well below the national figure.
Per Capita Income in 1978
Montana $6,755
United States 7,836
Montana as a percent 
of the United States 86
benchmark — the 1970 Census. The figures may 
contain substantial error; we'll know about that 
after the 1980 Census. I don't think there's much 
doubt that the trends they describe are accurate.
Growth of the nonfarm export industries
Montana's economy performed as well as it did 
over the decade because of the growth in its basic 
or export industries. Basic industries sell goods and 
services outside the state, or otherwise bring in 
money from out of state. When the amount of 
money brought into the local economy increases, 
that creates growth among industries serving the 
local population. We commonly define Montana's 
export industries as agriculture, manufacturing, 
mining, heavy construction, railroads, and the 
federal government.
We measure changes in these industries by 
comparing the earnings of workers over time, after 
allowing for price changes. Another term for 
earnings is labor and proprietors' income; it 
includes wages and salaries, self-employed or 
proprietors' income, and other labor income — in 
other words, income from participation in the labor 
force.
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In 1978 our per capita income of $6,755 was equal 
to approximately 86 percent of U.S. per capita 
income. In 1969 the average income per Montanan 
had been 85 percent of the national average. We 
held our own during the seventies, but we did not 
improve our relative position vis-a-vis the country 
as a whole. 7
Now — I will interrupt this story to issue my usual 
caveat. The numbers I am using are estimates. In 
most cases, we are nine years away from the
In constant 1972 dollars, earnings in Montana's 
I * , !0 n° " farm industries grew by about $194 
million (34 percent) between 1969 and 1979. That 
spurred an even larger growth of $700 million (64 
percent) in the derivative industries serving the 
P°P“  atio" : trade and services, finance, real
The ! eS; and S°  0n' AlmoSt half the Srowth in the export industries occurred in two groups of
wo0oUdCeDrbr d aCt‘Vi,ieS: the f° " * t  industries (wood products and paper) and mineral fuel
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industries (coal mining and oil and gas production 
and exploration). The two other major contributors 
were railroads and the federal government, and 
much of the growth in these activities was related to 
natural resources. The railroads hauled more coal, 
and a good share of the federal government's 
employment in Montana was concentrated in land 
management agencies.
Agriculture: our most important export 
industry
The state's largest basic industry, of course, is 
agriculture. The net earnings of farmers and 
ranchers in 1979 were considerably lower than in 
1969, after adjustment for inflation. But agriculture 
is a special case. Changes in gross farm income 
(cash receipts) appear to have more effect on the 
state economy than changes in net income, and 
cash receipts of Montana farmers and ranchers 
were $200 million higher in 1979 than in 1969, even 
after adjusting for inflation. Agriculture continued 
to constitute our most important export industry 
and to contribute to the growth of the state; this in 
spite of the fact that the real net incomes of many 
individual farmers and ranchers were lower in 1979 
than in 1969.
Prospects for the Eighties
Now for the 1980s. Nobody knows what the world 
may be like tomorrow, much less in 1990. The best 
we can do is to assume a world and national 
scenario for the next ten years that seems 
reasonably plausible, and then discuss Montana's 
prospects within that framework.
Assumptions for the Eighties
No military conflict involving the United 
States.
Increased military spending by the United 
States.
Intermittent energy shortages, but overall 
sufficiency.
Continued inflation, averaging between 7 and 
8 percent per year, 1979-1984; 6-7 percent 
per year, 1984-1989.
Real growth in GNP of from 2 to 3 percent per 
year.
The inflation and growth rates represent a rough 
concensus, as of December 1979, of several groups 
of economists — mostly in the private sector. The
inflation rate used here is the implicit price deflator 
for the gross national product. It frequently is lower 
than the consumer price index. I use these figures 
because they seem reasonable to me.
If we have not already done so, we are all going to 
have to learn to cope with inflation and high 
interest rates. I should emphasize that the figures 
given here are averages; there are likely to be 
fluctuations from year to year, making planning 
even more difficult. Energy prices will continue to 
increase, pushing the general price level up, and 
increased federal military expenditures will add to 
inflationary pressures. Energy supply crises will 
likely occur from time to time.
These assumptions may mean smaller increases 
in real disposable income for the average American 
during the eighties. It does seem to me, however, 
that Montana's prospects may be somewhat 
brighter than those for the United States. In large 
part, this is because of the nature of our basic 
industries. I want to talk about them, and then turn 
to some social and demographic trends which I 
believe offer economic challenges and oppor 
tunities for the future.
Outlook for the nonfarm export industries
I noted a few minutes ago that much of the growth 
in our basic earnings during the past ten years 
occurred in the energy industries: coal, oil, and gas. 
For the most part, these industries should continue 
to expand.
Prospects for Montana in the Eighties
Coal: increased output, possibly
doubling by 1990.
Oil and gas: more exploration activity;
probable increase in 
production.
Oil refining: possible increase in output;
not much change in em 
ployment and earnings.
The most optimistic projections from sources I 
trust indicate that coal production in Montana 
could be twice the 1979 figure (or about 60 million 
tons) by 1990. That estimate could be too high. 
More coal currently is being produced in the West 
than can be sold. Although additional coal will be 
needed for consumption within Montana — at 
Colstrip and for another projected Montana Power 
Company plant — out-of-state sales may not grow 
as once expected. Distance to markets and 
transportation costs are affecting sales of both 
Montana and Wyoming coal, and will continue to
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do so. One analyst reports that a utility in Corpus 
Christi, Texas, can now buy coal delivered from 
South Africa for $4.00 per ton cheaper than it can 
buy it from Wyoming. Coal slurry pipelines are 
frequently suggested as an alternative to rail 
shipments. They may be economically feasible, but 
they do not strike me as politically feasible, at least 
not in Montana. And, federal air quality regulations 
under the 1977 amendments to the Clean Air Act 
have changed the position of low sulfur western 
coal in Midwest markets, making it less advan 
tageous.
Oil and gas exploration should continue to 
increase during the 1980s. How much, of course, 
will depend upon the success of the search. 
Northeastern Montana and the Overthrust Belt 
region of western Montana are of particular 
interest to the exploration companies.
By the mid-eighties, oil production in Montana 
should begin to increase over recent levels. This, 
together with the Northern Tier pipeline should 
provide adequate oil for Montana refineries, and 
might result in some expansion of capacity of 
existing refineries. We expect a significant increase 
in earnings in oil and gas exploration and produc 
tion. However, because of the high degree of 
automation, expanded refinery capacity would not 
necessarily mean much increase in employment.
Prospects for Montana in the Eighties
Metal mining: potential decline in copper
production if Anaconda 
smelter is closed, 
potential increase in copper 
production if new un 
derground operation is 
feasible.
possible new copper mine 
in Lincoln County.
Primary metals: potential sharp decline if
Anaconda smelter is closed, 
possible interruptions of 
power supply to aluminum 
plant.
The years since 1974 have been tough years for 
the copper industry in Montana. Prices fell sharply 
(recovering in 1979), costs of production rose, and 
environmental requirements proved difficult to 
meet. Employment was off almost 40 percent and 
earnings of metal mining workers last year were 17 
percent below 1969. In January, the Anaconda 
Company announced an additional 10 percent 
cutback in its Montana employment. No decline in 
production is anticipated.
At the present time, the company is testing a new 
underground mining project in Butte. A decision as 
to whether the project is feasible could be made 
late this year. Nevertheless, the future of the 
copper industry in Montana is uncertain. It may 
hinge on the fate of the old Anaconda smelter. 
Large expenditures (over $200 million) are needed 
to put it into compliance with environmental 
standards. According to public statements by 
company officials, the alternatives appear to be 
remodeling the old smelter; building a new smelter 
in Montana; closing down the smelter and the 
mines; or closing down the smelter, expanding the 
Butte concentrator, and shipping concentrate out 
of state.
Up in Lincoln County, ASARCO is attempting to 
develop an underground copper mine that could 
employ 300 workers later in the decade. Currently 
this development is being delayed by a lawsuit.
In addition to copper smelting and refining, of 
course, we have the Anaconda aluminum plant at 
Columbia Falls, with about 1,300 workers. Possible 
shortages of electric power in the northwest in the 
early eighties could cause some curtailment of its 
operations.
It is clear from this discussion, I think, that 
expansion of mining, and smelting or refining 
activity in Montana in the eighties will be tied to the 
mineral fuels to coal production and to 
petroleum and natural gas exploration and produc 
tion. Copper is no longer king — and hasn't been 
for some time — in Montana.
Prospects for Montana in the Eighties
Wood products: continued high demand for 
building products, 
possible timber supply 
problems.
possible increased use of 
residues.
limited growth of employ- 
ment and earnings.
Pulp and paper: expanded production, 
employment and earnings,
^  , beginning in 1980.
Other
manufacturing: continued growth in various
small industries.
Much of western Montana is heavily dependent 
upon the forest products industry. It is by far the
i r r ^ ing industry in the state. Since 
1%9, it has become more diversified and more 
concentrated, with greater emphasis on plywood.
Montana in the 1980s/Max/ne C. Johnson
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particleboard, fiberboard, and pulp and paper, and 
less on lumber production. Earnings in the industry 
increased sharply over the decade, especially in the 
late seventies. This expansion has fueled the rapid 
growth of western Montana. But it was an 
expansion which almost certainly cannot be 
repeated in the 1980s.
The long run future of the forest industries in 
Montana depends upon a number of factors, but 
particularly upon the availability of raw materials. 
Although the housing market is depressed just 
now, a strong national demand for new housing is 
almost sure to exist during most of the eighties, as 
many more young people born in the high birth 
years reach the home buying age. That means the 
demand for lumber, plywood, and board products 
also should be strong.
During the 1970s, the amount of timber available 
from the national forests in Montana declined 
sharply, while the harvest on private timberlands 
increased rapidly. The private timber harvest 
probably has reached its peak. Toward the end of 
the 1980s, we may see users of private timber 
gradually looking to public lands for a larger share 
of their raw materials. Unfortunately, given present 
legislation and national policy, and probable 
funding levels for public land management agen 
cies, it seems unrealistic to expect any significant 
increase in public timber harvest in the 1980s.
Increased use of forest residues — material now 
being left in the forest — may prove to be a way of 
maintaining Montana's forest industries, or even 
permitting a modest growth in earnings. Increasing 
residue use may be a long, slow process; it will 
require further structural changes within the 
industry. Certainly if the forest industry is as 
important to western Montana in 1990 as it is today, 
it will be a different industry from what we know 
now. There likely will be fewer small sawmills, more 
concentration of ownership, and more plants 
utilizing forest residues: among them, perhaps, 
another board producer or pulp mill, or even a 
wood fuel plant.
Pulp and paper production capacity, of course, 
will increase later this year, with the expansion of 
the Champion plant. Most of the new mill workers 
have been hired, but there will be several hundred 
new jobs in the woods when production begins.
There isn't time to discuss each manufacturing 
industry in the state. There are a number of 
manufacturing activities which were new to 
Montana in the seventies, or which experienced 
considerable growth. Individually, they were not 
important to the state as a whole. Some of them
were very important to the communities where 
they were located. The chances are that we will see 
several more small plants established or expanded 
in the 1980s.
The other industries which we have classified as 
basic or export industries are heavy construction, 
railroads, and the federal government.
Prospects for Montana in the Eighties
Heavy
construction: Colstrip 3 and 4: 2,000
workers in 1982. 
increased highway con 
struction during the early 
eighties.
Railroads: over the decade, continued
increases in employment 
and earnings.
Federal
government: limited growth in civilian
employment and earnings.
During the next five years, the construction of 
the Colstrip coal-fired generating units 3 and 4 will 
provide a big boost to the construction industry. At 
the peak of activity in 1982, some 2,000 workers will 
be employed at Colstrip. To put that number in 
perspective, in recent years total employment in 
the heavy construction industry has averaged 
between 4,000 and 5,000 per year. The plants are 
scheduled for completion in 1984.
Highway construction also should be a positive 
factor during the early part of the eighties, as we 
work toward completion of the interstate system. 
The Norther Tier pipeline will employ a large 
number of construction workers for a short time.
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Earnings of railroad workers showed a nice 
growth during the seventies. Labor income from 
railroads in recent years is almost as large as the 
earnings of workers in all the state's mining 
activities. There may be a temporary leveling off as 
changes are made in the state's railway lines, but 
there will be more coal and other products to haul 
during the decade. By 1990, I expect railroads to 
show another significant increase in employment 
and earnings.
All of the increase in earnings of federal 
government workers between 1969 and 1979 
occurred among civilian employees. I would 
expect that increased national military spending 
during the eighties would tend to curtail expansion 
of federal civilian activities, including the land 
management activities which are so important in 
Montana. On the other hand, it is possible that 
military expenditures in the state would increase 
again. I would not expect federal earnings to 
increase as rapidly as in the seventies, but I would 
expect some growth.
There is another nonfarm basic industry which 
deserves mention. That is tourism. We don't have 
much information about the tourist industry. It is 
made up of parts of various retail trade and service 
activities and there is no way of measuring 
employment or earnings generated just by tourist 
spending.
We do know that the number of tourists 
increased during the seventies. We also know that 
last year the number of visitors was down substan 
tially, apparently because automobile travelers 
were fearful of gasoline shortages which never 
really developed. Whether or not gasoline is short 
in future years, it certainly will be far more 
expensive. This may cause many vacationers to look 
for recreation spots near their homes. Unfortunate 
ly, Montana is a long way from major population 
centers. State tourist businesses dependent upon 
automobile travelers may have some problems 
during the eighties; destination resorts served by 
public transportation may find their business 
increasing.
Outlook for agriculture
For years, we have talked of the growing demand 
for Montana's agricultural products, especially 
from overseas. That demand has developed, 
although not as fast as some people expected. 
Recently we were reminded again that the inter 
national grain trade is subject to political as well as 
economic and climatic influences. There is concern
among agricultural leaders that the embargo on 
Russian grain shipments may cause potential 
customers to consider the United States an 
unreliable supplier, and result in greater govern 
ment involvement in agricultural markets. This 
could affect exports of both grain and livestock.
Montana agriculture has other problems; like 
other industries it suffers because of the distance to 
markets. A shortage of railroad cars to haul grain 
has become a perennial problem. If the Milwaukee 
Road is not kept in operation, that would mean that 
shipping and storage patterns must be altered, and 
transportation costs might increase more than they 
otherwise would have. Nevertheless, over the 
longer run I expect agriculture to continue to 
contribute to the growth and stability of the state 
economy, and to be a very positive factor in 
Montana.
Summary of the industrial outlook
Prospects for Montana in the Eighties 
Basic industries where labor income may in 
crease significantly:
Coal




Basic industries where real labor income may 
increase slowly or not at all:
Forest industries 
Copper mining 
Smelting and refining 
Federal government 
Tourism
To summarize then, the export industries which 
seem to hold the most promise for the 1980s in 
terms of increased real earnings for Montana 
workers are the mineral fuel industries—coal, oil, 
and gas; heavy construction; railroads; and 
agriculture. The federal payroll is likely to continue 
a modest growth. That could change if there were 
changes in the military presence in the state. The 
fate of the forest industries hangs on the availability 
of timber and the ability to use more forest 
residues. The copper industry is not likely to be a 
growth industry. Tourism faces a possible decline in 
number of visitors and in earnings.
Because the industries most likely to grow are 
more important in eastern Montana, that part of 
the state may fare better than western Montana 
during the 1980s.
Montana in the 1980s/ M a x in e  C. J o h n s o n
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Social and Demographic Influences
The overall growth of the economy and the 
prospects for business and industry serving the 
local population are dependent upon the export 
industries which I have just discussed. But within 
that framework there are some social and 
demographic changes which will occur in the 
eighties which also offer both challenges and 
opportunities for business.
One of these developments has been described 
as the “ aging of the jeans generation/' The peak 
birth years in the United States were 1954 through 
1964. That means that most of those babies are 
between 16 and 26 years of age today. They will be 
between 26 and 36 in 1990. That is why we anticipate 
a continued high demand for housing throughout 
the United States, and for wood products in 
Montana during the 1980s. It is why sales of baby 
clothing and furnishings will increase. Following 
this group of 16 to 26-year olds is a much smaller 
group of younger people, aged 6 to 16, reflecting 
the lower birth rates after 1965. These population 
shifts explain why Levi Strauss has added new 
clothing lines to its jeans collection, and why Coca- 
Cola has gone into the wine business.
The focus on age structure has brought another 
group to the attention of marketing specialists: the 
over-fifty set. It's a group which is frequently 
overlooked, and this is curious since it's likely to be 
where the money is. It constitutes an important and 
growing market for such things as travel (these 
people prefer luxury hotels to backpacking); 
furniture (to replace what the kids tore up); better 
quality clothing; and numerous luxury items.
One of the most dramatic social changes of the 
seventies was the huge increase in the number of 
women employed outside the home. That increase 
will continue into the eighties, although not so 
rapidly. Some marketing experts suggest that the 
implications of this change still are not fully 
appreciated by business. Working women, it is 
suggested, are less concerned with small price 
differences and more interested in convenience 
and time savers. They purchase more services. They 
shop evenings and weekends. They are interested 
in such things as carefree clothing and family- 
oriented fast food restaurants. They are part of the 
reason why McDonald's is sprucing up its facilities 
nationwide, and adding new items to its hamburger 
menu.
Changes such as these, in population and 
lifestyles, present opportunities and challenges for 
business in the years ahead, in Montana as well as in 
the United States. Those firms and institutions 
which respond to them in a timely fashion will reap 
a competitive advantage.
One final note with respect to the age of the 
population: because the number of youngsters 
aged 6 to 16 is much smaller today than in 1970, we 
will not need to generate as many new jobs as we 
did during the seventies. That could mean 
somewhat lower unemployment rates both in 
Montana and the United States.
My analysis of the eighties, then, is that there are 
plenty of problems ahead, but there also are 
opportunities. Like other Americans, Montanans 
will face inflation and high taxes and a raft of other 
problems. But given our resource base, with any 
luck at all and barring a national or world 
catastrophe, we should be able to look back in 1990 
on a decade that offered reasonably good 
economic opportunities for most Montanans.
Prospects for 1980
Now, what of 1980? Although the United States 
appears to have ended 1979 without stumbling into 
a recession, we may not avoid a mild one this year. 
A national recession has different implications for 
Montanans, depending upon where they live. 
What happens to agriculture in eastern Montana is 
generally far more significant than a downturn in 
the national economy. Western Montana, on the 
other hand, has reason to be very much interested 
in the business cycle. Because of its dependence 
upon wood products, the national housing market 
exerts a major influence on the economy of the
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area. Very often figures for the state as a whole hide 
the effects of national events on western Montana.
But 1980 has not gotten off to an auspicious start 
for either western or eastern Montana. Some 
layoffs in western Montana's forest industries 
occurred in late 1979, as the national housing 
market declined. The outlook is for further modest 
drops in U.S. housing starts, and probably for some 
more layoffs in western Montana. A plywood plant 
in Missoula is scheduled to close for good this 
spring.
I have already mentioned the cutback by the 
Anaconda Company, which affects Butte, Anacon 
da, and Great Falls.
In eastern Montana, prospects for wheat 
producers are more uncertain than usual as a result 
of the grain embargo. In addition, some 500 to 600 
oil refinery workers are currently on strike.
On the other hand, west of the Divide the 
addition to the pulp and paper mill at Missoula will 
help offset the loss of other forest industry jobs. 
Some further increases in coal production in 
eastern Montana and in oil and gas exploration will 
occur this year. Heavy construction employment 
should be up over last year's low level, especially in 
the east. And the outlook for the state's cattle 
producers is reasonably good. Prices may be a little 
higher than last year.
Once again, let's make some assumptions about 
the national economy, and then discuss overall 
prospects for Montana.
Assumptions for 1980
Inflation rate near 8-9 percent.
Decline in U.S. economic activity during first 
two quarters, recovery beginning 3rd 
quarter.
Real GNP from 1 to 2 percent below 1979.
Housing starts totaling 1.4 million.
between 1972 and 1975. This should mean that 
western Montana will not experience the same 
sharp decline that occurred six years ago. There will 
be some more layoffs or temporary closures in 
wood products, but not to the extent that we 
experienced in 1974 and 1975.
The outlook for grain markets still is confused. 
Recently wheat prices have climbed back to their 
pre-embargo levels. Wheat production in Montana 
last year was low (about 116 million bushels). A 
larger crop this year, even if the prices were down a 
bit, would help keep cash receipts at recent levels. 
But, the winter wheat crop is reported to be in only 
fair condition as of late January; much depends 
upon precipitation in coming months.
I should also note that there are several union 
contracts to be negotiated this year. Among the 
industries involved are copper, lumber, and 
construction. With the consumer price index 
increasing 13 percent over the last 12 months, 
bargaining may be strenuous.
This is how I see prospects for our various export 
industries this year:
Prospects for Montana in 1980
Real labor income may increase in:
Heavy construction 
Oil and gas 
Coal
Railroads







This is a rather standard U.S. forecast for 1980. It 
predicts a moderate, short recession. Once again, 
the inflation rate refers to the GNP deflator. The 
consumer price index may well show a larger 
increase.
Two crucial matters for Montana in 1980 are the 
number of housing starts and the effect of the grain 
embargo on wheat prices. Housing starts in the 
United States amounted to about 2.0 million in 1978 
and 1.7 million last year. They are expected to be 
around 1.4 million this year. That means, if the 
projections are accurate, that we are looking at a 
1980 figure about 30 percent below 1978. Those 
figures may be compared to a decline of 50 percent
ota* earnings of people employed in heavy 
construction, oil and gas exploration, coal, and 
railroads should show some moderate increases. (I 
assume the Milwaukee Road keeps running.) The 
orest industries and businesses serving tourists 
may exper^nGe moderate declines. Given the high 
inflation rate expected, the real earnings of federal 
workers may decline. Labor income in the copper 
' " lng 30 s™e^ ‘n8 industries will apparently be 
down as much as 6 or 7 percent-m ore if there is a
declint PK 8e' u63 n6t farm income I'kely will
?ece nK a'th0kUghugiVen a good cr°P Vear cash receipts may be about the same as last year.
MomanTf 3 th'S !" m'nd' then 1 would expect Montana to come close to holding its own in terms
Montana in the mOs/Maxin e C. Johnson
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of total real labor income this year, and perhaps 
even experience a slight increase. I would expect 
total personal income (earnings plus property 
income and transfer payments) to increase by 
about 1 percent, after adjustment for inflation, as 
shown in column one below.
Estimates o f Total Personal Income in Montana 
BBER Chase
January 1980 October 1979





1978- 79 2 4
1979- 80 1 3
Chase Econometrics Associates, a private 
national consulting firm, estimates total personal 
income by states. Their figures are typically
somewhat higher than ours, which are based upon 
federal government estimates. As of last October, 
Chase also was estimating larger percentage 
increases for both 1979 and 1980. The significant 
point is that neither estimate envisions a decline in 
total income this year. Real per capita income, on 
the other hand, would decline slightly if my 
estimates are on the mark, and increase slightly if 
Chase is correct.
Nineteen eighty will not be the best business year 
of the new decade. Conditions will vary con 
siderably from one area to another, and from one 
industry to another. Based on our prospects as of 
this date, and on what we can know of the future, it 
looks as if western Montana may experience a slight 
downturn, while eastern Montana, if we have a 
decent crop year, could continue to experience 
some growth in real income. It is my guess that 
when we look at the overall state experience this 
time next year, Montana as a whole may have had a 
pretty good year after all. D
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Whatever Happened to 
the Work Ethic?
Motivating Employees in a 
Changing Society
J O H N  
Q. WORKER
Maureen Ullrich presented the following 
observations concerning employee moti 
vation during each seminar luncheon.
There has been considerable discussion in our 
society of the changing attitude of workers. The 
focus has been on the “ negative”  attitude that 
employees exhibit toward their job. Employers see 
this change manifested in a careless approach 
toward work. This carelessness is most evident in 
retail trade by the example of the employee 
who calls in sick the day after Thanksgiving—the 
busiest day of the year for the retailer—or in the 
financial industry by the employee who overdraws 
his or her account. Needless to say, we all 
immediately think the solution to these problems is 
termination of the guilty employee; but the 
questions that arise from these incidents are not so 
easily answered: Are all employees like this? How 
do we change our employees?
Declining job satisfaction
Since 1969, the Survey Research Center of the 
University of Michigan and the U.S. Department of 
Labor have been investigating the attitudes of 
workers toward their jobs.1 In 1969,1973, and 1977 a 
representative sample of blue collar and white
’Graham L. Staines and Robert P. Quinn, “ American Workers
Evaluate the Quality of Their Jobs," Monthly Labor Review
(January 1979), pp. 3-12.
MAUREEN F. ULLRICH
collar workers were interviewed and asked to 
discuss their work. Over this time period there has 
lo -fj1 aLdr° P in overal1 job satisfaction. From 1969 to 
1973 there was no change, but from 1973 to 1977 
employees expressed considerably less satisfaction 
with their jobs. In particular workers were less 
satished with these aspects of their jobs: comfort, 
challenge, financial rewards, and promotions. In 
contrast, over the same eight-year period, workers 
maintained the same level of satisfaction with their 
co-workers. At the same time, workers’ overall life 
satisfaction declined. In 1973,61 percent respond-
th* y , wer1e very happy or completely 
satisfied with their life; in contrast only 42 percent 
made this response in 1977.
Maureen F. Ullrich is Chairwoman and 
Associate Professor, Department of 
Management, School o f Business Ad 
ministration, University of Montana, 
Missoula.
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In order to understand workers1 dissatisfaction 
with their jobs, the survey probed the specifics of 
job dissatisfaction. Workers replied with some 
answers that we all expect: problems related to 
earnings, income, and fringe benefits. Some other 
issues raised were not expected. There was 
frequent mention of concern about work content. 
Workers believed that they had skills that the 
organization was not using, or that they were over 
educated for their jobs. This suggests that 
employees perceive themselves as not having been 
properly fitted to the job that they had.
A second major concern of workers was a lack of 
control over conditions of employment. This did 
not mean the conditions themselves, but rather 
that workers wanted to make some decisions about 
these conditions. A problem for 77 percent of the 
workers was lack of control over which days they 
were assigned to work. However, only 12 percent 
reported they had been assigned to work days that 
did not suit them. Clearly, these workers wanted to 
have some input in deciding their work schedule. 
Another problem indicated by 54 percent of the 
workers was lack of control over their own job 
assignment.
When asked during the 1977 survey whether they 
would prefer a 10 percent pay raise or some other 
improvement in their conditions of employment 
(such as more interesting work, more comfortable 
working conditions, or better fringe benefits), 50 
percent of the employees preferred more fringe 
benefits over additional earnings. Better retirement 
benefits, more paid vacation days, and better 
medical insurance benefits were the increased 
fringe benefits most preferred by employees.
The Michigan survey raises the question of what 
can be done about workers' job dissatisfaction. This 
question is being addressed by the National Center 
for Productivity and Quality of Working Life. What 
I'd like to discuss is how we can apply the Center's 
findings in Montana.
Changing reward systems
The greatest concerns expressed by employees of 
private firms were related to the reward systems 
effected by their companies. In my opinion, 
Montana businesses in general can anticipate that 
their employees will follow the lead of employees 
in the public sector who are unionizing at a rapid 
rate. The major desire of workers is to have a 
greater control over the pay systems, including 
fringe benefits.
Some basic principles are at issue in the debate 
about appropriate reward systems. To begin, the 
pay plan must satisfy the individual's basic need for 
economic survival. Is it possible for the entry level 
worker to survive at $3.10 per hour, or about $6,400 
per year if he works full-time? The federal poverty 
level for a family of four is $6,700. How can the new 
worker afford to work? This question is often
"A  second major concern of 
workers was a lack of control 
over conditions of 
employment/'________
answered by saying that improved skills will lead to 
increased wages. The worker's ultimate question is, 
how long will this take? Small businesses are 
particularly trapped by this question. Frequently 
they will never be able to pay above the minimum 
wage. On the other hand, some larger 
organizations, such as banks, have learned that to 
reduce turnover the entry level wage must satisfy 
the new employee's basic needs. A study made in 
1974 showed that it often costs an organization five 
or more times an employee's monthly salary to 
replace him or her.2
Equitability must be an important part of any 
reward system. Employees must believe that they 
are adequately compensated when they compare 
themselves to peers within the organization and 
with peers outside the organization. How do you 
find out about salaries in your area? One way is to 
talk to representatives of the local personnel 
association and ask if they have done a salary survey 
recently. The Department of Administration, State 
Personnel Division has this information for the 
state. The Job Service may also be of assistance. In 
many instances, you will need to ask about salaries 
personally. This is often beneficial as it allows you to 
be sure your job title and job description are the 
same as another organization's.
Employees are concerned about the 
qualifications they have for their jobs and the 
promotion program within the organization. It is 
important to tell employees what is expected of 
them on the job and where the job will take them. If 
the only chance an employee has for a different job 
is the death of someone in the organization, then
2B. Macy and P. Mirvis, "Measuring Quality o f Work and 
Organizational Effectiveness in Behavioral Economic 
Terms." Paper presented at the convention of the American 
Psychological Association, New Orleans, Louisiana, 
September 1974. Cited in Richard Hackman and J. Lloyd 
Suttle, Improving Life at Work (Santa Monica: Goodyear, 
1977).
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they must be told. Even in the largest Montana 
organizations, promotion plans are mysterious to 
employees. In three large companies that I have 
worked with, I have informally surveyed about 
twenty managers. None knew how promotions are 
really decided. They were all certain that having a 
relative in a high-ranking position helped. To 
improve the situation, one company has installed a 
management transfer and promotion plan in which 
an employee can self-nominate for a change in 
position and location. Even when managers know 
what the system is, they often fail to adequately 
communicate it to their subordinates.
Job posting, even in the smallest firms, offers a 
possibility to improve employees' perceptions of 
the organization. If available jobs are posted, then 
it's important that the best qualified employee is 
chosen for the job. Overall job satisfaction of other 
employees may be enhanced if the views of other 
employees are solicited before the final selection is 
made. A good selection will reflect positively on the 
manager's skills and management's concern for 
employees.
Montana employees are concerned about fringe 
benefits. Some organizations use fringe benefits to 
meet the basic financial needs of employees. This is 
seen in our everyday business contacts in which we 
encounter uniformed employees. Often the un 
iforms are provided by the company. This allows 
the employee to have greater choice in use of his or 
her wages. In other words, no one has to spend as 
much on clothes.
Another fringe benefit which functions as an 
excellent reward and motivation for employees is 
the “ smorgasbord" approach to selection of fringe 
benefits. Surprisingly, even the smallest organiza 
tion can utilize this plan. Employees decide, among 
themselves, how they want to spend the dollars 
allocated for fringe benefits. Organizations usually 
insist on a minimum fringe benefits package such as 
major medical health insurance. With respect to 
the discretionary benefits, some groups may prefer 
dental coverage while others might prefer medical 
office calls as an option. If everyone in the company 
is single and under thirty years of age, employees 
may prefer part of the allocation as a direct cash 
payment. Studies of the smorgasbord approach 
have shown that employees will act responsibly in 
making choices.3 Use of this system meets the 
needs of employees. It allows them to have greater 
control of their lives.
3E. E. Lawlerlll and E. Levin, “ Union Officers' Perceptions of 
Members’ Pay Preferences,”  Industrial and Labor Relations 
Review 21 (1968). Cited in Hackman and Suttle, pp. 509-517.
"Flexi-time has been well 
received. . . . Starting and 
stopping times are at the 
individual's discretion.”
Another major area of concern to employees is 
control of working conditions. The most discussed 
approach to this problem is employee participa 
tion. Working hours are one of the major concerns. 
While it is difficult to give a recommendation for 
every situation, I would point out that the four-day 
week and “ flexi-time" seem to be the most popular 
approaches. Employees plan how they would like 
to revise their work schedules, and in general will 
devise a work schedule which actually enhances 
the effectiveness of the organization.
Flexi-time in federal agencies has been well 
received by employees. For example, in the Region 
I office of the Forest Service in Missoula, employees 
must be in their offices from 9 a.m. to 11 a.m. and 
from 1 p.m. to 3 p.m. daily. Starting and stopping 
times are at the individual's discretion so long as he 
or she works eight hours in a day and forty hours in 
the week.
A recurrent theme in discussion with employees 
is the notion of “ entitlement." Employees believe 
that they have the “ right" to many benefits, some of 
which their predecessors earned through increases 
in productivity and through union negotiation. 
Now employees are asking for and receiving 
greater control over their jobs. The result of this 
change can be an increase in productivity.
One of the keys to job control for the employees 
is involvement in decision making. Retailers find 
that if they ask the help of clerks in deciding which 
stand-up displays should be at the check-out 
counter, sales are increased dramatically. Manage 
ment theorists describe this as employee par 
ticipation. The concept has been erroneously 
interpreted over the years. It does not mean asking 
the employees to totally manage the organization. 
Management theorists are not advocating anarchy. 
Rather the suggestion is that employees join 
managers in defining problems and seeking 
solutions to these problems.
Goal setting
Goal setting is a prime method for introducing 
participation into the company. This is one of the 
most easily defined methods, and is something we 
almost all do on a regular basis. For instance, when
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workers are engaged in a task such as marking items 
for sale, they may try to increase the number of 
items marked during a certain time period. In doing 
repetitive tasks, workers may automatically try to 
produce a larger quantity or better quality as they 
repeat the operations.
Several studies have illustrated these principles.4 
In one study, participation was demonstrated 
dramatically to be an important factor in produc 
tivity for two crews of sawyers. One crew of sawyers 
was told to do its best to improve its production, 
while another crew worked with its supervisor to 
set a specific production goal. The second group 
increased its productivity 31 percent and liked the 
new system. The first group showed no improve 
ment.
One of the most interesting studies of goal 
setting involved logging trucks. Truckers were 
hauling about 60 percent of their capacity on many 
runs. The company tried to explain that it was 
important to carry fuller loads, but there was no 
change. Scales were installed in the woods, but they 
were soon broken. Finally the company followed 
the suggestion of its management consultants to try 
goal setting to improve productivity.
Truckers were asked to meet a goal of 94 percent 
truck net weight. They were assured they would not 
lose their jobs nor have to make more runs 
regardless of the percent weight they hauled. Over 
a twelve-month period, the truckers reached a 90 
percent level of hauling.
What happened? There were no rewards, yet 
these people dramatically changed their perfor 
mance. Several things occurred among the drivers. 
They found added interest and challenge to their 
jobs. Each person's pride was at stake and a steady 
increase in competition among drivers occurred. A 
routine job had become fun and interesting.
In the area of office practice, the goal setting 
factor is more important than participation. Several 
studies show this principle. In a word processing 
center study, one group of typists and their 
supervisor jointly set a goal of increased total lines 
typed. Another group did not jointly set its goal, but 
was assigned a goal by the supervisor. Both groups 
significantly increased their production. The par 
ticipative group increased its production 18 per 
cent while the assigned goal group increased 
production 15 percent.
One management consultant has suggested 
some specific rules for goal setting. First, goals must
4These studies are by G. P. Latham et al., and are cited in John 
R. Hinrichs, Practical Management for Productivity (New
York: Van Nostrand, 1978), pp. 41-42.
be specific and involve something the employee 
can control. Second, the employees must be able to 
attain the goal. And finally the employee's job 
cannot be threatened.5
We've discussed several techniques for im 
proving productivity and improving the in 
dividual's job satisfaction. An overriding concept 
that we must always remember is the importance of 
the supervisor. The supervisor must offer psy 
chological support to the employee. In other words 
the supervisor must have good personal relations 
with employees. He or she must praise employees 
on a regular and fair basis.
In summary, we have covered several major 
points:
1. Employees are less satisfied with their jobs and 
lives than they were ten years ago. In particular they 
want greater involvement in the planning of their 
work environment.
2. It has been suggested that organizations 
examine the reward systems they are currently 
using. Consideration might be given to a 
smorgasbord choice of fringe benefits and the 
installation of a flexi-time system.
3. Goal setting appears to be an effective means 
of improving productivity and job satisfaction.
In these times of inflation and other unsettling 
circumstances, we all seem to be concerned about 
increased productivity. It is up to each of us to make 
it happen. D
5Hinrichs, pp. 41-66.
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A Review of the Seventies and 
What s in Store for the Eighties
PAUL E. POLZIN
Paul Polzin discussed the outlook for each 
of the four seminar cities.
Paul E. Polzin is Research Associate, 
Bureau of Business and Economic Re 
search, and Professor of Management, 
School of Business Administration, Uni 
versity of Montana, Missoula.
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Analyzing the economies of Montana's major 
urban areas is especially d ifficult because of the 
lack of up-to-date statistics. The latest year for 
which complete information is available is 1977. 
There are some preliminary numbers for 1978, and 
we can make some provisional estimates of certain 
critical economic variables. Data for 1979 will 
probably not be available until 1981, at the earliest.
Because of the lack of recent data local 
economies must be analyzed in a slightly different 
manner than the state or national economies. 
Rather than concentrating on the latest figures 
(nothing could be more boring now in 1980 than a 
detailed analysis of economic highlights of 1978), 
we will present a long-run perspective. The first 
step is to identify the general trends in the economy 
since 1970. Second, we will examine detailed data 
to locate the important determinants of the trends. 
Finally, we will analyze the crucial sections of the 
economy to determine whether the historic 
patterns will continue.
Statistics for population, nonfarm earnings, and 
per capita income will be used to analyze the 
overall economic conditions in Montana's major 
urban areas. The sharp-eyed reader may have 
noticed that these variables are not exactly the same 
as we have used in the past. The most important 
change is the omission of total employment as an 
indicator of economic conditions. In previous years 
we have warned that demographic changes in the 
population have made total employment an 
unreliable index of local economic conditions. 
Rather than repeat these caveats, but still risk the 
possibility of misinterpretation, we have chosen 
not to include total employment as an economic 
indicator. Also, in order to facilitate comparison 
between the cities, personal income is reported on 
a per capita basis.
A review of the seventies
Population
Population estimates for the 1970 to 1978 period for 
Yellowstone, Cascade, Missoula, and Lewis and 
Clark counties (representing the communities of 
Billings, Great Falls, Missoula, and Helena, respec 
tively) are shown in figure 1. These data are graphed 
on ratio (logarithmic) scale, so that equal slopes 
denote equal rates of change.
The population of Missoula County increased 
from 58,600 in 1970 to about 69,700 in 1978, an 
average compound growth rate of roughly 2.2 
percent per year. Between 1970 and 1974, the
growth rate was 2.7 percent per year, as compared 
to 1.7 percent per year from 1974 to 1978. However, 
the latter period included a population decline 
during 1975. Looking only at 1975 to 1978, the rate of 
increase averaged about 2.5 percent per year.
Yellowstone County exceeded 100,000 persons 
for the first time in 1977, and contained 104,000 
persons in 1978, up from 87,800 in 1970. The pattern 
of growth in Billings has been remarkably stable 
since the beginning of the decade; the annual 
growth rate averaged 2.1 percent during both the 
1970-74 and the 1974-78 periods.
The population of Cascade County increased 
modestly during the 1970s. It was 82,200 in 1970 and 
86,400 in 1978, an average annual growth rate of 0.6 
percent. As shown in figure 1, there were no 
dramatic differences between the earlier and the 
later portions of the decade; the 1970-74 growth 
averaged 0.7 percent per year, while the correspon 
ding figure for 1974-78 was 0.6 percent.
Despite being one of the smaller urban areas in 
the state, Helena had the fastest growing popula 
tion. From 1970 to 1978 the number of residents 
increased from 33,500 to 41,000, an average annual
Figure 1
Population in Yellowstone, Cascade,
Missoula, and Lewis and Clark Counties
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Figure 2
Nonfarm Earnings in Yellowstone, Cascade, Missoula, 
and Lewis and Clark Counties, in 1972 Dollars
increase of 2.6 percent. During the past few years 
there was a clear acceleration in the trend; the 
annual growth rate rose from 2.0 percent between 
1970 and 1974 to 3.1 percent from 1974 to 1978.
Nonfarm earnings
The second indicator of local economic con 
ditions is nonfarm earnings, which is graphed in 
figure 2. We began reporting this indicator last year. 
But, because nonfarm earnings is not exactly a 
household term, we will first discuss its com 
ponents and their interpretation before analyzing 
the trends in the urban areas.
Nonfarm earnings consists of the wages and 
salaries, proprietors' income, and certain fringe 
benefits of all persons except those working on 
farms and ranches. In other words, it is the earnings 
of all persons (except those in agriculture) engaged 
in the current production of goods and services, 
and is sometimes called nonfarm participation 
income. Farms and ranches have been excluded 
because of the significant year-to-year fluctuations 
in agricultural income, usually due to market 
conditions.
Nonfarm earnings is not a new concept. We have 
been using earnings for years to analyze the export 
industries, and now the definition is expanded to 
include all nonagricultural industries. We have 
repeatedly described the advantages of using 
earnings rather than employment to analyze 
economic activity. For example, earnings data take 
account of differences between high and low 
paying jobs, and may reflect changes in production 
not reflected in the number of employees (such as a 
cutback in working hours or the scheduling of 
overtime). In order to correct for inflation, earnings 
are converted to constant 1972 dollars.
The trend in nonfarm earnings is probably the 
most reliable single index of the trend in output 
and production in a local economy. It measures 
payments to workers, and in most cases there is a 
high correlation between economic activity and 
the amount of labor required to produce it. These 
figures must be interpreted carefully, however. For 
example, the growth rate of nonfarm earnings may 
overstate the actual increases in total economic 
activity in a local economy because rising produc 
tivity often leads to wages rising faster than output 
and production.
One of the most striking features of the graphs in 
figure 2 is the effects of the 1974-75 recession. We 
Montanans tend to think of our economy as being 
somewhat insulated from the cycles experienced in 
the more industrial regions. These figures clearly 
show that a severe contraction (the 1974-75 
recession was one of the worst on record) definitely 
has an impact on the urban areas in Montana. 
Notice that the effects were not the same in each 
city. Billings experienced only a mild slowdown in 
its growth rate. On the other hand, there were 
sizable declines during 1974 and 1975 in both 
Missoula and Great Falls. Helena also felt the effect 
of the recession, but the decline only lasted one 
year, and nonfarm earnings turned upward in 1975. 
The declines in nonfarm earnings may overstate the 
hardships associated with the recession: the figures 
do not include unemployment benefits and other 
transfer payments — sometimes called “ automatic 
stabilizers which tend to cushion the effects on 
individuals of short-run variations in the economy.
Looking first at Missoula, the nonfarm earnings 
dearly show that business conditions may be 
divided into three segments. From 1970 to 1973, 
nonfarm earnings increased at an average annual 
rate of 7.5 percent, a growth rate which was 
exceeded only by Billings during this period. The 
second segment contains the recession years of 
1974 and 1975. Beginning in 1976, however, the
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economy turned sharply upwdrd and nonfarm 
earnings expanded at an average annual rate of 11.5 
percent during the next three years; a figure far 
exceeding the growth in any other urban areas 
during any portion of the 1970s. Overall, nonfarm 
earnings increased at an average of 6.6 percent per 
year between 1970 and 1978, barely edging out 
Billings, with an average of 6.5 percent, and making 
Missoula the fastest growing of Montana's major 
urban areas.
The economy of Yellowstone County is the least 
volatile of Montana's urban areas; it experienced 
sustained growth throughout the 1970s. From 1970 
to 1973, nonfarm earnings increased at an average 
of 8.1 percent per year. The recession was barely 
felt in Billings; there was simply a deceleration in 
the rate of growth during 1974. Whatever depress 
ing effects the national cycle had on Billings were 
over in a year, because between 1975 and 1978 
nonfarm earnings rose at an average of 6.6 percent 
per year.
Despite a mixed performance, there has been 
significant overall economic growth in Great Falls 
since 1970; nonfarm earnings increased at an 
annual rate of 3.1 percent between 1970 and 1978. 
From 1970 to 1973, the growth rate was 3.7 percent 
per year. After the recession, however, nonfarm 
earnings turned sharply upward and rose at 5.9 
percent per year between 1975 and 1978.
Even though nonfarm earnings declined sharply 
in Lewis and Clark County during 1974, the 
recession lasted only a year in Helena. The 
economy rebounded nicely in 1975 and nonfarm 
earnings continued upward at a 7.2 percent annual 
rate, significantly higher than the 5.9 percent 
growth between 1970 and 1973. Overall, 
throughout the 1970 to 1978 period nonfarm 
earnings increased at 5.4 percent per year in Lewis 
and Clark County.
In summary, the nonfarm earnings data suggest 
that there was signficant economic growth during 
the 1970s in all four of Montana's major urban 
areas. The biggest news, however, was the almost 
explosive expansion in Missoula since 1975.
Per capita income
The final measure of local economic conditions is 
per capita income, equal to total personal income 
divided by population. Per capita income is often 
used to measure economic well-being that is, 
how well-off people are. The major shortcoming of 
this approach is that it equates well-being with 
money income, and certainly Montanans enjoy 
many benefits which cannot easily be converted 
into dollars and cents. Further, becasue per capita
Figure 3
Per Capita Income in Yellowstone, Lewis and Clark, 
Missoula, and Cascade Counties, in 1972 Dollars
income is a ratio (income divided by population), it 
is extremely sensitive to variations in both the 
numerator and denominator, and year-to-year 
fluctuations must be interpreted with caution. 
Nevertheless, per capita income is one indicator 
which is readily available and easily understood. 
Per capita incomes (in 1972 dollars) for the four 
urban areas from 1970 to 1978 are graphed in figure
Since 1970, Missoula had the greatest growth in 
per capita income of all the urban areas; it 
increased from about $3,600 (1972 dollars) in 1970 to 
approximately $4,900 (1972 dollars) in 1978, 
representing an average growth rate of 4.1 percent 
per year. (The incomes shown in figure 3 have been 
rounded to the nearest hundred dollars, although 
the precise amount was graphed.) Per capita 
income in Missoula has traditionally lagged behind 
the figures for the other major urban areas and the 
statewide average. But, as shown in figure 3, the 
rapid economic expansion since 1975 was 
translated into income increases, and much of the 
deficit was eliminated. (The possibility that this is 
only a temporary improvement will be discussed 
later.)
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Billings began the decade with per capita income 
of about $4,100 (1972 dollars); during the next eight 
years it rose at an average of 3.4 percent per year, 
and stood at approximately $5,400 (1972 dollars) in 
1978. Despite the relatively slow economic growth 
in Great Falls, the average income of residents rose 
significantly during the 1970s; between 1970 and 
1978, per capita income increased from $4,100 (1972 
dollars) to approximately $4,800 (1972 dollars), an 
average rate of 2.4 percent per year. Finally, it is 
interesting to note that Helena, which is by far the 
smallest of the major urban centers, had the highest 
per capita income (at least until 1978, when Billings 
caught up); at the same time, its 2.5 percent annual 
growth rate between 1970 and 1978 barely exceed 
ed the corresponding figure for Cascade County.
Per capita income has increased significantly 
since 1970 in all of Montana's urban areas. This 
suggests that — despite the crises, the shortages, 
and the energy crunch — persons were better off in 
terms of money income in 1978 than in 1970. The 
rise in per capita income may somewhat overstate 
the improvement; although the figures correct for 
inflation, they do not account for the growth in 
taxes.
The recent trends in the economic indicators for 
Montana's major urban areas are summarized in 
table 1. In terms of overall economic performance 
since 1970, Billings and Missoula should be ranked 
about equal. The pattern of growth was very 
different in these two cities; Billings has increased 
at a relatively constant rate throughout the period, 
while the Missoula economy experienced almost 
explosive expansion only since 1976. In Helena, the 
economic increase was only slightly less than in 
Missoula and Billings. Even though Great Falls 
lagged far behind the other three urban centers, 
the economy was certainly not stagnant; there 
were significant increases in nonfarm earnings and 
per capita income.
Primary industries: the source of local 
economic growth
Primary industries are the major determinant of 
growth (or lack of it) in Montana's urban areas. 
These activities are also called export industries or 
the economic base, and depend heavily on markets 
outside the region where they are located or are 
otherwise influenced by factors originating beyond 
the region's borders. Montana's primary industries 
include agriculture, certain types of manufac 
turing, railroads, tourism, and the federal govern 
ment. The earnings (consisting of wages and 
salaries, proprietors' income, and certain fringe 
benefits) of workers in these industries represent 
an injection of new funds into a city's economy 
which creates additional income as it is spent and 
respent in the local area. A more complete 
explanation of the role of the primary industries in 
regional economic growth may be found in the 
Winter 1977 issue of the Montana Business 
Quarterly.
Notice that no reference has been made to the 
number of export workers — the persons 
employed in the primary industries. It is the amount 
of primary earnings which affects the local 
economy, not the number of primary workers. It 
makes little difference whether $10,000 of primary 
earnings represents the salary of one person, or the 
income of two workers each making $5,000. Export 
earnings and employment are closely related — 
more workers usually mean more earnings. But 
1 u-reu Pr°blems with export industries
which have many workers and pay low wages; 
looking only at employment would overstate their 
■mportance to the local economy. Because they 
add little information but may cause confusion, we 
have not presented statistics for employment in the 
basic industries.
Even though primary industries are a straight 
forward concept, they are sometimes difficult to 
measure. First of all, some do not correspond to the 
Standard Industrial Classification (SIC) codes, 
ortions of the tourist industry, for example, are 
found in retail trade, services, and other categories, 
n a dition, data for certain primary industries are 
not available. Montana's urban areas serve as 
regiona me ical centers, attracting many patients 
from the surrounding areas. There is very little data 
concerning the earnings of health care
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professionals, let alone the portion derived from 
nonresidents.
Contract construction is another problem in 
dustry. It is usually difficult to separate the earnings 
of workers associated with projects belonging in 
the primary sector, such as federal dams or highway 
construction, from those which are derivative in 
nature, such as adding to a house. In addition, 
construction projects are transitory and do not lead 
to permanent increases in employment and 
earnings. As a general rule, we have chosen not to 
include contract construction in the primary sector. 
Instead, we will take special account of the few 
instances (such as in Great Falls and Missoula) 
where major construction projects are underway.
Changes in the primary industries go a long way 
toward accounting for the recent economic trends 
in Montana's urban areas. They do not provide a 
complete explanation, however, and we cannot 
identify the cause of each blip and squiggle in the 
graphs. The relationship between the export 
industries and population, income, and nonfarm 
earnings are subtle and complex. In some cases, 
there are unpredictable and variable time lags 
between the changes in the primary sector and the 
resulting changes in the derivative sector. Also, the 
following figures for the export industries should 
be interpreted with caution. In many cases, 
especially the data for 1978, they are “ guesstimates" 
and are probably not accurate to the last cent. 
Hopefully, they are close enough so that the 
important features of the urban economies are not 
misrepresented.
In order to analyze both recent and longer-run 
trends in the basic industries, data are presented for 
several years. For each urban area, earnings in the 
export industries are reported for the years 1970 
and 1978. In addition, figures for an intermediate 
year are also shown; in Missoula and Great Falls, the 
statistics are for 1975 while 1974 was chosen for 
Helena and Billings. In each case, the intermediate 
year corresponds to the trough in economic activity 
associated with the 1974-75 recession. In other 
words, comparing the 1978 figures with those for 
1974 or 1975 gives an indication of the local 
economic condition during the upswing phase of 
the current business cycle. Similarly, the 1970 and 
1978 data help to reveal the longer run trends in the 
basic industries. Unfortunately, technical d if 
ficulties prevented the calculation of export 
earnings for 1973 (corresponding to a cyclical peak) 
which would have enabled us to compare the 
current economic performance to that during 
another recovery phase of the business cycle.
Missoula: a boom in wood products 
The recent acceleration in Missoula's economic 
growth was the most striking event among the 
urban areas. It takes only a quick glance at the data 
for earnings in Missoula's basic industries, shown in 
figure 4, to identify the cause. It was the wood 
products industry. Between 1975 and 1978, the 
earnings of wood products workers rose from $29.7 
million (1972 dollars) to about $47.0 million (1972 
dollars), an increase of more than 58 percent. This 
rapid growth in the wood products industry is very 
different from its performance during the early 
1970s. There was a cyclical lowpoint during 1975 
and technically it is unfair to compare these figures 
to those for 1970; nevertheless, earnings increased 
only $2.0 million (1972 dollars), about 10 perent, 
during these five years — as compared to the 58 
percent rise during the three years between 1975 
and 1978. The wood products industry includes 
loggers and workers in sawmills, plywood factories, 
the pulp and paper plant and other wood products 
firms. The only major exclusion is the independent 
logging truck contractors, who haul logs under 
contract; these persons are notoriously indepen 
dent, and there is little data relating to them.
The $47.0 million (1972 dollars) earned during 
1978 by the wood products workers represents 
about 46 percent of total export earnings of $101.5 
million (1972 dollars). These figures understate the 
importance of the forest resources to Missoula's 
economy. The U.S. Forest Service, the U.S. Bureau 
of Land Management, and the Montana Division of 
Forestry all have installations in Missoula. There are 
no precise figures, but these three agencies had a 
combined total of about 1,100 employees in 
Missoula County, with estimated earnings of about 
$16 million (1972 dolalrs). Adding these agencies to 
the private wood products industry suggest that 
forest resources accounted for more than 60 
percent of Missoula's economic base during 1978. 
This percentage may overstate the long run 
importance of forest resources because, as we will 
discuss later, the private wood products industry 
may have been experiencing a cyclical boom in 
1978.
In addition, phase two of the Champion Packag 
ing (formerly Hoerner-Waldorf) expansion 
program began in August of 1978. We do not have 
exact figures, but this project appears to have 
involved about 300 employees and roughly $2.0 
million (1972 dollars) in earnings during the latter 
portion of 1978. These jobs are technically classified 
in the construction industry and are not included in 
the data shown in figure 4. They are, however, a
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temporary addition to Missoula's economic base.
The University of Montana is the second largest 
component of Missoula's economic base. The 
earnings data include all the employees of the 
University of Montana — faculty, staff and student 
workers. These figures do not incorporate the 
impact of nonresident students, who are similar to 
tourists in that they spend in local stores but receive 
much of their income from home. Most of this 
spending is included in the export component of 
retail trade, which will be discussed later.
The $14.9 million paid to University employees 
during 1978 represented about 15 percent of total 
export earnings. The 1978 figure is less than the 
$15.0 million in UM earnings during 1970, though 
not significantly less. In other words, the University 
of Montana, despite the announced cutbacks and 
funding difficulties, has not yet had a significantly 
negative impact on Missoula's economy.
Missoula is a trade center. A portion of the 
earnings and employment in wholesale and retail 
trade is derived from the spending of nonresidents, 
and is classified as an export industry. Although
they are often grouped together, the export 
components of wholesale and retail trade are 
conceptually very different from each other. The 
export component of retail trade represents the 
persons who come to Missoula to shop, including 
those living on farms and ranches or in nearby 
towns, the tourists who stop and buy items or 
purchase meals at local businesses, and the 
nonresident students at the University of Montana. 
The export component of wholesale trade, on the 
other hand, includes the Missoula wholesalers who 
supply stores in Poison, Hamilton, and elsewhere in 
western Montana.
The export component of retail trade was $6.3 
million (1972 dollars) during 1978, up 43 percent 
from $4.4 million in 1970. Most of this growth 
occurred during 1977,and may be attributed to the 
opening of Southgate Mall, a major shopping 
center on Missoula's south side. The export 
component of wholesale trade decreased from $2.9 
million (1972 dollars) in 1970 to about $1.7 million 
(1972 dollars) in 1975, and declined further to 
approximately $1.3 million in 1978. This downward
Figure 4
Earnings in Basic Industries, Missoula County 
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trend must be interpreted carefully; it does not 
necessarily mean that Missoula wholesalers are 
losing business. Instead, it simply means that an 
increasing share of the expansion in wholesaling 
may be attributed to local economic growth.
Sharp-eyed readers may notice that the figure for 
wholesale and retail trade are quite different from 
those we presented last year. The current data 
incorporate the information contained in the 
recently released 7977 Census of Wholesale Trade 
and 7977 Census o f Retail Trade, while the earlier 
figures were derived from relationships based on 
the 1972 censuses and extrapolated forward. We 
will have more to say about the new information 
later, but the net result of the new information was 
to decrease significantly the estimates of earnings 
for the export components of retail and wholesale 
trade. In other words, the growth of Missoula as a 
regional trade center was probably less than we 
formerly thought, prior to the opening of 
Southgate Mall in 1978.
The transportation industry in Missoula consists 
mostly of railroad jobs, but it also includes workers 
associated with airlines and airplane charter 
services. The earnings in this industry increased 
slightly from 1970 to 1974, but then remained stable 
from 1974 to 1978. The lack of growth in this 
industry may be due primarily to the closure of 
Johnson Flying Service, a charter service with many 
U.S. Forest Service contracts; their supplemental 
airline license was sold to Evergreen Air, which 
eventually moved its operation from Missoula.
The lodging category represents one portion of 
the tourist industry; it grew from about $1.1 million 
(1972 dollars) in 1970 to about $1.4 million in 1974, 
and rose further to $1.8 million (1972 dollars) in 
1978. Agricultural earnings represent the net farm 
income of proprietors and the wage and salaries of 
hired hands on farms and ranches in Missoula 
County. Agriculture is a small portion of the 
economic base because many of the ranches in 
western Montana are small and relatively un 
profitable; farm earnings have been combined 
with several other small miscellaneous export 
industries in the data presented in figure 4.
In summary, the Missoula economy has 
prospered since the low point of the last recession. 
Between 1975 and 1978, total export earnings 
increased from $82.1 million (1972 dollars) to $101.5 
million (1972 dollars), a rise of approximately $19.4 
million (1972 dollars). The wood products industry 
contributed $17.3 million (1972 dollars), or almost 
90 percent of the growth during this period.
Billings: growth in export industries 
The strong performance of the Billings economy 
during the 1970s may be traced directly to the 
export sector. Total earnings of the export industry 
rose from $104.5 million (1972 dollars) in 1970 to 
$117.0 million (1972 dollars) in 1974, and then 
increased further to $136.2 million (1972 dollars) in 
1978 (figure 5). The robust growth in the export 
industries is even more noticeable if agricultural 
earnings (which declined between 1970 and 1974, 
and again from 1974 to 1978) are excluded. 
Nonfarm export earnings increased from $86.6 
million (1972 dollars) in 1970 to about $132 million 
(1972 dollars) in 1978, up almost 53 percent. 
Excluding agriculture should not be misinter 
preted. It does not mean that farms and ranches are 
not important to Billings. Rather, farm earnings are 
volatile, often with large changes from one year to 
the next, and these variations may hide important 
trends elsewhere in the economy. Agriculture was 
subtracted only to gain a clearer picture of the 
trends in the export sector. Besides, there is 
evidence suggesting that it is gross farm receipts, 
rather than net income, which has the most 
influence on the local economy.
Billings is a major regional trade center, serving 
eastern Montana, northern Wyoming, and the 
western portion of the Dakotas. Correspondingly, 
the export components of wholesale and retail 
trade make a significant contribution to the local 
economy. Taken together, earnings in these two 
categories were about $43 million (1972 dollars) in 
1978, representing about 32 percent of total export 
earnings and making it the largest component of 
the economic base in Yellowstone County.
The export component of wholesale trade 
includes the Billings wholesalers who supply 
business in the rural hinterland; during the 1970s, it 
was the fastest growing basic industry and made the 
greatest contribution to the growth of export 
earnings. After adjusting to the new benchmarks 
provided by the 1977 Census o f Wholesale Trade, 
earnings in this category were estimated at $34.4 
million (1972 dollars) in 1978, up from $23.8 million 
(1972 dollars) in 1974, and almost double the $17.5 
million (1972 dollars) estimated for 1970.
Shoppers traveling to Billings from Colstrip, 
Sheridan, and other rural areas combine with 
tourists (and to a small extent, the nonresident 
college students attending Eastern Montana 
College and Rocky Mountain College) to account 
for the export component of retail trade. The 
revised figures based on the 7977 Census o f Retail 
Trade are slightly below earlier estimates.
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Nevertheless, earnings in this category roughly 
doubled during the 1970s, up from $4.2 million 
(1972 dollars) in 1970 to approximately $8.6 million 
in 1978.
Manufacturing in Yellowstone County consists of 
oil refining, food processing, and other manufac 
turing. Earnings of the refinery workers decreased 
between 1970 and 1974, but they rebounded 
sharply in 1978. These variations were not caused by 
major changes in production; rather, they simply 
reflect the impact of inflation on the wages and 
salaries of these 1,000 workers. The growth of the 
meat packing plants is reflected in the upward 
trend in food processing. Finally, the sizable
increase in other manufacturing between 1974 and 
1978 may be mostly attributed to the expansion by 
several modular home builders; they provide a 
sizable portion of the new homes in rural areas 
impacted by coal development. In total, manufac 
turing earnings in 1978 were about $38.2 million 
(1972 dollars) and represented about 29 percent of 
the economic base in Billings.
The regional headquarters of several large 
agencies — including the U.S. Bureau of Reclama 
tion, the U.S. Bureau of Land Management, and the 
U.S. Forest Service — make the federal government 
a major component of the economic base in 
Billings. The number of federal workers has
Figure 5
Earnings in Basic Industries, Yellowstone County 
in 1972 Dollars
26
Missoula, Billings, Great Falls, and Helena/Paul E. Polzin
remained relatively stable during the 1970s; the 
upward trend in earnings was mostly caused by pay 
increases which exceeded the inflation rate.
The transportation category consists mostly of 
railroad workers. The Burlington Northern 
Railroad accounted for most of the rapid growth in 
this industry between 1970 and 1978, when earnings 
increased from $11.6 million (1972 dollars) to $17.6 
million (1972 dollars). The expansion of coal mining 
in eastern Montana, which is mostly transported via 
unit trains, has led to the hiring of new crews, some 
of which are based in Billings. More importantly, 
however, was the coal car servicing facility at 
Laurel. This facility reached the peak of its initial 
phase during 1978 — we will have more to say about 
recent events at this installation later.
The figures for Eastern Montana College repre 
sent the faculty, staff, and student workers. As with 
the University of Montana at Missoula, the earnings 
figures probably understate the economic impor 
tance of EMC because they do not include the 
spending of nonresident students. Data for Rocky 
Mountain College, also located in Billings, are not 
presented: based on the number of nonresident 
students, the impacts of this college would be only 
a fraction of that for EMC. The enrollment at 
Eastern peaked during 1970, then declined during 
the next four years, and now has once again turned 
upward. The earnings data for EMC display a similar 
trend; they declined from 1970 to 1974 but then 
increased modestly between 1974 and 1978.
The lodging, mining, and other classification 
includes a portion of the tourist industry, mining 
(including oil and gas exploration), and a number 
of agricultural services experienced realtively 
stable growth since 1970. The decline in this 
classification between 1974 and 1978, from $11.7 
million (1972 dollars) to $9.4 million, was probably 
caused by oil and gas exploration, a traditionally 
volatile activity.
In summary, the prosperity in Yellowstone 
County may be traced to its diversified and broad 
economic base. With the exception of oil and gas 
exploration, all of the nonagricultural export 
industries contributed to the growth. It was the 
trade center function, however, that led the way; 
the export components of wholesale and retail 
trade accounted for the largest increases among 
the basic industries.
Great Falls: the continuing importance of
Malmstrom
The relatively slow economic growth in Great 
Falls may be traced to its export industries. Nonfarm 
basic earnings decreased slightly from $98.7 million
(1972 dollars) in 1970 to about $97.4 million (1972 
dollars) in 1975, and then rose to approximately 
$105.5 million (1972 dollars) in 1978 (figure 6).
Malmstrom Air Force Base, located near Great 
Falls, is the largest component of the local 
economic base. The officers and enlisted men 
(classified in the federal military category) ac 
counted for about $40 million (1972 dollars) in 
earnings, and represented approximately 37 per 
cent of the total for all export industries during 
1978. In addition, the U.S. Department of Defense 
directly or indirectly employs 60 to 70 percent of 
the federal civilian employment (including the 
missile renovation workers temporarily in the area) 
in Cascade County. Therefore, Malmstrom AFB 
directly or indirectly contributes more than one- 
half of the economic base in Cascade County.
Peak military staffing levels at Malmstrom AFB 
occurred during 1973 and 1974. Since then, there 
have been declines in military personnel associated 
with general cutbacks and lower staffing levels. The 
number of civilian workers also decreased sharply 
from 1974 to 1976. Beginning about 1977, the L.D. 
Smith Company and the Boeing Company moved 
workers into the area in order to complete missile 
renovations. Many of these persons were still 
working in Great Falls during 1978. These workers 
are technically not employed by the federal 
government, and those activities could have been 
placed in the construction category. Instead, they 
were included with the other figures for 
Malmstrom AFB because they are closely related to 
the other activities at the Base. Were it not for these 
temporary employees, the federal civilian category 
would have declined sharply between 1975 and 
1978. In summary, the slight upward trend in total 
federal military and civilian earnings must be 
interpreted with caution; the figures for 1978 
include temporary workers.
Great Falls has historically been a center for 
primary metals refining. As late as 1970 this industry 
accounted for almost one-fifth of the city's 
nonagricultural economic base. In 1973, however, 
the Anaconda zinc plant closed and about 1,000 
well-paid jobs were lost in the primary metals 
category. Since that time, this industry has stabiliz 
ed and Anaconda has even announced plans for 
future capital investments.
Among the other export industries, the decline 
in the transportation category was caused by 
Burlington Northern transferring about 200 
railroad workers from Great Falls to Havre. A meat 
packing plant closed in 1975; by 1978, however, this 
food processing category had more than regained
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its 1970 level due to the additional employment at 
the grain mills and the livestock feed producers.
The 1977 censuses resulted in significant revisions 
of the figures for the export components of 
wholesale and retail trade in Cascade County. The 
estimates for the export component were adjusted 
downward, but, as is shown in figure 6, the trend in 
this industry was still upward, indicating that Great 
Falls grew as a retail trade center during the years 
from 1970 to 1978. On the other hand, the estimate 
of the export component of wholesale trade was 
upped significantly; the figure for 1978 was $12.4 
million (1972 dollars), almost 12 percent of the 
nonagricultural economic base. This suggests that 
Great Falls was a much larger wholesaling center 
than previously thought, although it still ranks far 
behind Billings. More encouragingly, however, is 
the rapid growth in this industry; the export 
component of wholesale trade more than doubled.
from $5.4 million (1972 dollars) to $12.4 million 
(1972 dollars), between 1970 and 1978, making it the 
fastest growing non-military category of the 
economic base in Cascade County.
In summary, Malmstrom AFB dominated the 
economic trends in Great Falls during the 1970s. 
The peak in military staffing during 1973-74 helped 
to mask the impact of the closure of the Anaconda 
refinery. The economic impact of reductions in 
civilian and military employment was delayed by 
the temporary missile renovations workers who 
moved into Great Falls. On the bright side, the 
latest statistics confirm that Great Falls is a major 
regional trade center, and that this component of 
the economic base continues to grow.
Helena: state government at work 
State government is both the largest component of 
Helena s economic base and the major reason for 
the recent economic prosperity. The earnings of
Figure 6
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state government workers increased from $16.0 
million (1972 dollars) in 1970 to about $22.2 million 
(1972 dollars) in 1974, and then rose further to 
approximately $35.0 million (1972 dollars) in 1978 
(figure 7). This was an increase of more than 119 
percent between 1970 and 1978, and approximately 
58 percent since 1974. During 1978, state govern 
ment accounted for about 47 percent of total 
export earnings in Lewis and Clark County.
Even though the data suggest that growth in state 
government has accelerated, much of the increase 
since 1974 was due to a one-time adjustment in the 
salaries of state workers. The Montana Legislature
mandated that all state employees be placed on a 
standard statewide pay plan. The implementation 
of this legislation during 1975 and 1976 led to 
significant one-time increases in pay for many 
workers. There has been very little growth in state 
government during the most recent years; the $35.0 
million (1972 dollars) in earnings of state workers in 
1978 is only slightly higher than the $34.9 million 
(1972 dollars) reported for 1977. Also, the number 
of state government employees in Lewis and Clark 
County during 1978 was about equal to the figure 
for 1977.
The second largest export industry in Helena is
Figure 7
Earnings in Basic Industries, Lewis and Clark County 
in 1972 Dollars
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the federal government. It accounted for about 
$17.2 million (1972 dollars) in 1978 and ap 
proximately 23 percent of total basic earnings. 
There are no precise figures, but roughly 40 percent 
of the federal employees are associated with the 
U.S. Veterans Administration hospital at Fort 
Harrison. The remaining employees are scattered 
throughout the federal agencies which maintain 
offices in Helena, including the U.S. Forest Service, 
the Federal Highway Administration, and the U.S. 
Department of the Interior. In contrast to state 
government, the growth in federal government 
earnings has accelerated; the earnings of federal 
workers grew at an average of 4.0 percent per year 
between 1974 and 1978, as compared to about 2.8 
percent per year from 1970 to 1974.
The transportation, communication, and public 
utilities category accounted for a relatively modest 
12 percent of total export earnings in Lewis and 
Clark County during 1978, but it was the second 
largest contributor to the growth in the economic 
base. This category primarily consists of railroad 
workers plus the employees of Mountain Bell's 
state headquarters, which is located in Helena (the 
phone company jobs associated with serving the 
local area are not included). The earnings of these 
workers rose from $6.0 million (1972 dollars) in 1974 
to about $9.8 million (1972 dollars) in 1978. This 
hefty increase was caused by increases in the 
average earnings of railroad workers and a sizable 
expansion in the number of persons employed at 
Mountain Bell.
The primary metals refining and chemicals 
category includes the American Smelting and 
Refining Company (ASARCO) smelter in East 
Helena, a paint manufacturer, and several other 
small firms. All of these industries have experienc 
ed moderate growth during both the 1970-74 and 
1974-78 periods. Other manufacturing combines 
several wood products firms, a tool maker, a 
structural building manufacturer, and the Kaiser 
Cement Company. Total earnings in these in 
dustries jumped from $2.0 million (1972 dollars) in 
1974 to about $3.3 million (1972 dollars) in 1978, 
mostly due to the rapid expansion in wood 
products.
Hotels, motels and lodging places account for 
most of the lodging and “ other" category, but also 
included are several mining firms and small 
businesses providing agricultural and forestry 
services. The lodging industry is an inevitable 
spinoff of state government. It provides housing 
during the legislative session and also caters to 
those persons who must “ spend another day" in
Helena to work with state agencies. Taken 
together, earnings in these industries more than 
doubled between 1970 and 1974 (reflecting mostly 
the motel building boom during this period), and 
they then continued upward at a lower rate from 
1974 to 1978.
Wholesale and retail trade are not important 
contributors to the economic base of Lewis and 
Clark County. This does not mean that people do 
not come to Helena to shop, or that certain stores 
or businesses do not derive sizable portions of their 
sales from nonresidents. Instead, it simply suggests 
that the amounts spent by visitors are more than 
counterbalanced by Helena residents shopping in 
other trade centers. We will examine this topic 
further when we look in detail at retail trade.
In summary, state government dominates the 
Helena economy and has been the primary impetus 
for local economic growth during the 1970s; 
recently, however, the increases have become 
much smaller. Despite the role of this one industry, 
the growth in Helena was remarkably widespread; 
all of the nonagricultural basic industries posted 
significant gains between 1974 and 1978.
The Outlook for the 1980s
Missoula: guarded optimism 
The wood products industry has emerged as the 
dominant influence on recent economic trends in 
Missoula. It was also the most important factor 
behind Missoula's prosperity during the immediate 
postwar period, but was replaced as a growth 
source by the University of Montana during the late 
1960s. Maxine Johnson has already discussed the 
outlook for the wood products industry, and we 
will only summarize it here.
The long-run outlook is rosy for the national 
wood products industry. The postwar baby crop is 
currently in the midst of its family formation years 
and this should lead to a growing demand for 
housing during the coming decades. There is, 
however, concern about the degree which the 
Montana wood products industry will share in this 
growth. Forests in the southern states are once 
again ready for harvest, and they are located closer 
to the major eastern and midwestern markets. 
Maxine Johnson also mentioned the availability of 
raw materials as being a possible constraint on 
continued growth of this industry here in Montana.
Some readers may be developing a sense of 
gloom; they have seen that recent growth in 
Missoula was critically dependent on the wood 
products industry and they may expect that, in light
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of the cyclic history of this industry, the bust when 
it comes—will be disastrous. We do not want to 
minimize the problem, but there is some evidence 
that conditions have changed, and a repeat of the 
conditions during the past recession may not occur. 
The wood products industry in Missoula is very 
different from the industry that existed as recently 
as 1974-75. It is manufacturing different products 
and has a different pattern of ownership; plywood, 
pulp and paper products are now a larger compo 
nent of the industry, and Champion International 
has emerged as the major firm. Greater diversity 
usually results in more stability, and there is some 
evidence that Champion International, in pursuing 
its multifaceted corporate objectives, may be 
relatively less sensitive to the business cycle.
The big news was the announced closure of the 
Evans Products plywood plant in Missoula, 
scheduled for April 1980. It now appears that this 
closing is more the result of supply difficulties 
(Evans Products does not own timberland in 
Montana) rather than a softening of demand 
associated with a cyclical downturn. All the figures 
are not yet available, but about 300 jobs and 
roughly $4.0 million (1972 dollars) in earnings may 
be lost; the latter figure represents slightly less than 
10 percent of total wood products earnings during 
1978.
Looking at the other basic industries, Southgate 
Mall will continue to provide a boost to Missoula's 
role as a retail trade center. However, as illustrated 
by the empty stores downtown, the net effect of 
this shopping center on the local economy may be 
less than first expected. Also, there may be
T O
increased competition from regional shopping 
malls planned for Kalispell and Helena. We will 
look more closely at the export components of 
retail trade later.
In summary, the outlook for Missoula is guarded 
ly optimistic. Recent changes in the wood products 
industry may have made its economy less cyclic. 
This suggests that the national economic downturn, 
if it ever materializes, may be less severe in 
Missoula.
Billings: continued prosperity 
Billings has a diversified economic base, which will 
lead to a steady, if sometimes unspectacular, 
growth during the 1980s; deceleration in one 
component will probably be accompanied by 
acceleration in another. Further, the prospects for 
most of the export industries in Yellowstone 
County continue to be optimistic, leading to a rosy 
outlook for the economy.
Looking first at the export components of 
wholesale and retail trade, the outlook is for 
continued grow th. The energy-related 
developments in eastern Montana, northern 
Wyoming, and the western Dakotas will continue 
to provide increased activity for Billings merchants. 
Even though the coal boom is not likely to be as big 
as once thought, there will be some new mines and 
related projects. Also, increased oil and gas 
exploration appear likely along Montana's eastern 
border. These activities will lead to increased 
population and increases in the trade area, and 
result in more persons either coming to Billings to 
shop or patronizing nearby businesses, which in 
turn are supplied by Billings wholesalers. There will
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also be indirect effects of energy development; for 
example, the modular home builders mentioned 
earlier will benefit. They are supplying living 
quarters for some of the rural areas experiencing 
boom conditions.
Even without energy-related developments, 
wholesale trade in Billings is likely to prosper. The 
market now appears to be sufficient to support a 
higher level of activity; nationwide firms may now 
find it advantageous to open a local branch rather 
than serving the area from Denver, Spokane, or 
some other large city. Also, locally owned 
businesses have expanded and are competing for 
the regional market with firms located in large 
cities. This is called import substitution, and refers 
to the situation where local firms provide goods 
and services which were formerly available only in 
large cities.
Colstrip electric generating units 3 and 4are now 
under construction. There are currently about 300- 
400 workers on site. The construction phase will 
create a total of 2,000 new jobs for three or four 
years. The long-run economic impact will be much 
less, however; operational employment—
including the miners required to extract the c o a l-  
will only be about 200 to 250 workers.
The Northern Tier Pipeline, another energy- 
related project important to Billings, has recently 
received the support of President Carter and 
appears closer to becoming a reality. This pipeline 
would insure the continued supply of Alaskan or 
foreign crude oil to the Billings refineries, which 
are very dependent on Canadian sources.
In the short run, the expansion of Deaconess 
Hospital continues, and provides a sizable number 
of construction jobs. Also, the Sheraton Hotel is 
scheduled for completion this summer; it will add 
to the attractiveness of Billings as a convention 
center and enhance the contribution of tourism to 
the economic base.
There is some bad news. The Burlington 
Northern Railroad recently announced layoffs at its 
Laurel yard; the exact number is difficult to 
determine, but it appears that about 150 to 175 jobs 
may be lost. These events, however, were not 
unexpected. When the yard first opened, there was 
a backlog of maintenance to be performed on the 
coal unit trains, and extra workers were hired. This 
first phase has now been completed, and a routine 
maintenance schedule has been established. The 
long-run outlook for this facility is bright; as 
agricultural exports expand, there is a trend toward 
transporting wheat and corn to west coast ports in 
unit trains. The Laurel yard would be one of the
locations where these cars could be serviced.
Billings had a growing economy throughout 
most of the 1970s, and the outlook for the 1980s is 
for more of the same. The economy of Yellowstone 
County will probably not have the short periods of 
very rapid growth, as was recently experienced in 
Missoula. But, on the other hand, periods of 
stagnation are also unlikely. The 1974-75 recession 
had only a minor impact on the Billings economy, 
and any future economic downturns should have a 
correspondingly weak effect on Billings.
Great Falls: part of the energy picture?
Future events at Malmstrom AFB obviously play the 
crucial role in both the short term and long term 
economic outlook for Great Falls. As always, 
however, the actions of the federal government are 
difficult to anticipate. The economic impact of the 
missile renovation is now over; even though their 
departure was delayed by almost one year, almost 
all of these workers left by the end of 1979. There 
has been bad news concerning staffing levels at 
Malmstrom; the 17th squadron left du ring October 
1979, resulting in the departure of about 400 
persons. Further, the 24th NORAD is scheduled to 
complete its move to Fairchild AFB in Spokane by 
the middle of 1982. We don't have exact figures, but 
the loss of these two units could reduce military 
earnings by $15.0 million (1972 dollars), represen 
ting roughly 35 percent of the 1978 figure. The 
present international situation further complicates 
matters; there is always a chance that units will be 
reshuffled and that the downward trend in military 
staffing will be reversed.
Last year, we mentioned a new sense of optimism 
Vj ta^ y  'n ^*reat Falls. In the first place, there is 
the downtown redevelopment. These efforts, 
combined with the further growth of the shopping 
centers, will help to improve Great Falls as a retail 
trade center, one of the few components of the 
economic base to show consistent growth during 
the 1970s.
econdly, the outlook is promising for expan 
sions in the other export industries. Two manufac- 
uring concerns. Sun Wise and Electronic Devices, 
ave oth been expanding; the Montana Livestock 
ooperative may open a new meat processing 
plant at the site of the former Great Falls Meat 
ompany, and Blue Cross of Montana may open a 
statewide administrative center downtown. Each of 
hese activities is relatively small; taken together, 
i a  ^P^esent a sizable increase in the export 
ndustries and will certainly help to diversify the 
economic base in Cascade County.
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The best news is that Great Falls is one of the 
finalists for the siting of a Montana Power Company 
electric generating plant and associated coal mine, 
“ Resource '89.”  The prospects are still uncertain. 
Four sites are being considered, and even if a Great 
Falls plant materializes, the impacts w ill not 
materialize for at least five years; nevertheless, it 
may be instructive to broadly outline some of the 
implcations of this project for the Great Falls 
economy.
The Montana Power Company is currently 
evaluating two sites within fifteen to twenty miles of 
Great Falls for a 350 megawatt (MW) electric plant; 
one is north and the other east of the Missouri 
River. Coal could be mined from deposits in an area 
roughly bounded by Sand Coulee, Belt, and 
Stanford. Even though these locations are very 
general, they are all relatively close to Great Falls, 
and the workers would probably live in or near the 
city and patronize local businesses. This means that 
Great Falls would enjoy the direct economic impact 
associated with the projects. Billings, on the other 
hand, is at least a hundred miles from the coal 
developments in southeastern Montana and 
northern Wyoming; it receives only the indirect 
economic impacts, mostly via the export com 
ponents of wholesale and retail trade.
In evaluating the economic impact of energy 
projects, it is helpful to divide the events into 
construction and operation phases. Typically, a 350 
MW plant takes three to four years to build. At its 
peak, about 1,000 construction workers may be 
invoved; the average number, however, may be 
only half this figure. When completed, the perma 
nent work force would be about fifty persons.
Given the characteristics of the coal in north 
central Montana, about one million tons per year 
would be required to fuel a 350 MW generating 
plant. The coal would probably be removed from 
an underground mine, rather than a surface strip 
mine. The amount of labor required is uncertain, 
but a figure of 75 to 100 miners may be in the 
ballpark.
Using current wage rates, these employment 
estimates suggest that there would be about $8 
million (1972 dollars) in earnings per year during 
each year of construction and about $2 million 
(1972 dollars) for the miners and operations staff 
once the facilities are fully operational. By way of 
t comparison, the $8 million (1972 dollars) per year 
construction impact may be roughly equal to that 
of the missile renovations while the $2 million (1972 
dollars) per year in earnings for the operational 
personnel are slightly less than 1978 earnings for
food processing, lodging, and export component 
of retail trade.
These projections concerning Resource '89 
should certainly be interpreted with caution; they 
are simply rough guesses based on the little 
information available. They suggest, however, that 
this project could have a sizable impact on the 
economy of Great Falls.
In summary, there is both good news and bad 
news concerning the outlook for the economy of 
Great Falls. There are likely to be continued 
reductions at Malmstrom AFB, but the economic 
base is beginning to diversify and there is the 
possibility of a new electric generating plant and 
associated coal mine locating near Great Falls 
during the latter portion of the 1980s.
Helena: more of the same
State government will continue to dominate the 
economic base in Lewis and Clark County, and it 
w ill be the major determinant of long-run 
economic growth. Even though the earnings of 
state government workers grew rapidly during 
most of the 1970s, the most recent figures suggest 
that the increases may have moderated; as we saw 
earlier, state government earnings remained stable 
between 1977 and 1978. This may have been caused 
by the hiring freeze ordered by Governor Thomas 
Judge during 1978. This directive expired in 1979, 
and was not renewed. We do not yet know whether 
the upward trend in state government employment 
was resumed. But, there have been increasing 
concerns about the costs of government, and it is 
likely that the growth in state government during 
the 1980s will be less than that of the 1970s.
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Even if state government employment does not 
grow, Helena's economy will not grind to a halt. An 
expanding economic base does not necessarily 
require ever-increasing export employment. The 
same effect may also be achieved by rising earnings 
per worker. A sizable portion of the increased 
economic importance of state government during 
the 1970s may be traced to higher pay rather than 
expanding government.
Further, there may be some indirect impacts of 
state government on the local economy. There are 
a number of major building projects scheduled by 
several state agencies, for example, the new 
Supreme Court building, the remodeling of the 
health building, and the highway shop complex. 
These new facilities will provide jobs and incomes 
for construction workers during the next year or so.
There are currently plans for a regional shopping 
center in Helena. In fact, there are several 
competing proposals. When, and if, one of them is 
finally built, it may attract shoppers from outside 
the area or entice Helena residents to shop at 
home. Because of its central location between 
Missoula and Great Falls — both of which have 
major shopping centers — Helena has been 
particularly susceptible to retail competition from 
these trade centers. The economic impact of a 
regional shopping center should be kept in 
perspective. Sales to nonresidents would only be a 
small portion of total retail sales, and they would 
represent only a tiny component of the local 
economic base. Further, even in Billings, which is
by far the major retail center in Montana, it was 
wholesale trade — rather than retail trade — which 
was the major contributor to economic growth. In 
short, a major new shopping center will provide 
some stimulus to the local economy, but it is 
unlikely to be a major factor affecting long-run 
economic growth.
The outlook is for continued moderate growth in 
the other export industries. Future pay increases for 
the federal government workers may be less 
generous than they once were, but they should be 
roughly comparable to those in private industry. 
Increases in labor productivity were the primary 
cause for past growth of earnings per worker in 
manufacturing. Continued investments in capital 
improvements, and other innovations should lead 
to a continuation of this trend. We saw that the 
expansion of the state headquarters of Mountain 
Bell helped to counter the lack of recent growth in 
state government. The new phone company 
positions include many higher-echelon managers 
and well-paid technicians, who are likely to 
experience increased earnings and become an 
important addition to the economic base in 
Helena.
In summary, economic growth will continue in 
Lewis and Clark County, but probably not at the 
rate experienced during the middle 1970s. The 
rapid increases in state government will probably 
not be repeated. But, there is likely to be orderly 
expansion throughout Helena's economic base.
□
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Growth and Change in 
Retail Trade in 
Montana’s Cities
PAUL E. POLZIN
R etail trade performs two important functions in 
Montana's urban areas. First, these businesses 
provide goods to the local residents. Secondly, they 
also serve nonresidents, and are a component of 
the economic base. Both of these functions are 
examined here using the sales figures provided by 
the 7977 Census o f Retail Trade. The economic 
censuses (which are taken every five years) are 
crucial to the analysis of retail trade because they 
provide benchmark figures for sales by retail 
establishments. Unlike most states, Montana does 
not have a sales tax, which can be used to devise 
annual estimates of retail sales.
Before looking at the statistics, it may help to 
describe the industries classified in retail trade. The 
Office of Management and Budget of the U.S. 
government defines retail trade as “ establishments 
engaged in selling merchandise for personal or 
household consumption." For the most part, 
businesses that primarily sell to other businesses, 
institutional and industrial, or contractors, are 
classified in wholesale trade. The distinguishing 
characteristic of retail trade is that physical items 
are bought and sold. There may be services 
associated with the items (such as installation or 
deliveries); however, businesses that only provide 
services—such as the health care industry, the 
lodging industry, and other service establishments, 
such as automobile repair shops—are not included 
in retail trade. A summary of the major 
classifications in retail trade are shown in table 1. 
Because they are often confused with retail trade, a 
number of the major service industry categories are 
also presented.
Retail Trade Industries Service Industries
Building materials, hard- Hotels, motels, and
ware, garden supply. lodging places
mobile home dealers Personal services
General merchandise Business services
stores Auto repair services
Food stores garages
Automotive dealers M otion pictures
Gasoline service stations Health services and
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Total retail sales during 1977 in Montana’s major 
urban areas are pictured in figure 1. The largest 
volume was in the Billings area; the retail 
businesses in Yellowstone County sold almost $514 
million of merchandise during 1977. (As with the 
earlier analysis, all data are countywide totals.) 
Cascade County was second with $364 million and 
Missoula was third at $319 million. Retail sales in 
Lewis and Clark County were $172 million.
Retail trade as an export industry
Montana’s major cities serve as trade centers for the 
surrounding rural areas. Many farmers and 
ranchers come to town to replenish their 
provisions, and small town residents may shop in 
the larger cities because of the greater variety or 
lower prices. These are examples of the export 
component of retail trade, which was examined 
during our analysis of basic industries in the four 
major cities. In order to put Montana’s major trade 
centers into perspective, about 33 percent of the 
state’s population resided in the three largest cities 
(Billings, Great Falls, and Missoula) in 1977, but
these urban areas accounted for about 42 percent 
of the state’s total retail sales.
There are no precise estimates of the dollars 
spent by nonresidents in Montana’s trade centers. 
Indirect methods must be used to derive these 
figures. The estimating procedure will be discussed 
in detail in order to clarify the export function of 
retail trade. In addition, by carrying out several 
calculations, we can illustrate some of the assump 
tions behind the estimates.
Figure 2 presents retail trade sales per dollar of 
personal income during 1977 for Montana and the 
four urban areas. The figures have been converted 
to retail sales per dollar of personal income so that 
the four areas, which differ in size, may be easily 
compared. In addition, personal income is 
probably the major determinant of retail sales. The 
figures show that retail sales per dollar of income in 
Missoula, Billings, and Great Falls were greater than 
the $0.61 statewide average. Notice that Missoula 
had the greatest sales per dollar of personal 
income. This does not necessarily indicate that 
Missoula is a larger trade center than Billings or 
Great Falls. This high figure may be due to students
Figure 1
Retail Trade Sales and Estimated Purchases by 
Residents and Nonresidents, 1977
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Figure 2 
Retail Trade Sales Per Dollar of 
Personal Income, 1977
at the University of Montana, who spend at local 
businesses but receive much of their income from 
home. Also, the relatively low number for Cascade 
County may be misleading because the data 
reported in the Census o f Retail Trade do not 
include the sales at the base exchange and other 
facilities at Malmstrom Air Force Base.
An estimate of the portion of retail sales made to 
nonresidents may be calculated by assuming that 
the residents of the urban areas are similar to their 
statewide counterparts and spend about $0.61 per 
dollar of personal income at local retail merchants. 
For example, as shown in figure 2, retail sales per 
dollar of income in Billings were about $0.71 in 
1977. If Billings residents spent $0.61 per dollar of 
personal income, the remaining $0.10 ($0.71 -$0.61 
= $0.10) represents nonresident spending.
Total retail sales to nonresidents were computed 
by multiplying the excess sales per dollar of income 
by total personal income in the urban areas. These 
estimates are shown in figure 1. Again using Billings 
as an example, the $68 million sales figure to 
nonresidents was derived by multiplying the excess 
retail sales per dollar of personal income by $726.3 
million personal income for Yellowstone County 
during 1977 ($0,094 x $726.3 million = $68 million). 
The estimates for Missoula and Great Falls were 
derived in a similar fashion.
The estimated components of retail trade help to 
put into perspective the dollars spent by nonresi-
Figure 3
Retail Trade Sales by Business Type 
Missoula County, 1977
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dent shoppers. For example, in Billings, an es 
timated $68 million out of $514 million, or about 13 
percent of the total in retail sales, were to persons 
living outside Yellowstone County. The correspon 
ding percentages for Missoula and Cascade coun 
ties were 16 and 6 percent, respectively. The figure 
for Missoula includes estimated sales of about $9.8 
million to nonresident students at the University of 
Montana, and may overstate the role of this city as a 
retail trade center. (The estimate for Yellowstone 
County also includes the spending of nonresident 
students attending Eastern Montana College and 
Rocky Mountain College, but college students 
account for only a small portion of the population 
in Billings.) Conversely, the 6 percent figure for 
Cascade County may understate the importance of 
Great Falls as a retail trade center because it 
excludes the sales at Malmstrom Air Force Base.
In Helena, retail sales per dollar of personal 
income was $0.60 in 1977, slightly below the 
statewide average of $0.61. This suggests that retail 
purchases by nonresidents are more than counter 
balanced by Helena residents shopping elsewhere.
Therefore, retail trade does not make a net 
contribution to the economic base in Lewis and 
Clark County. Some Helena firms, however, may 
depend heavily on sales to nonresidents.
The structure of retail trade
Even though Montana's urban areas serve as trade 
centers and retail trade is an important component 
of their respective economic bases (with the 
exception of Helena), this industry primarily serves 
local residents. This section takes a closer look at 
the composition of retail trade.
Retail sales in each of the major business types for 
Montana s urban areas are shown in figures 3 to 6. 
Despite differences in size, there are many 
similarities in the retail trade industry among these 
cities. In the first place, with the exception of 
Helena, the largest category in terms of sales was 
the automotive dealers. These firms accounted for 
24 percent of total retail sales in Missoula, while the 
corresponding figures for Billings and Great Falls 
were 21 and 23 percent, respectively. In second
Figure 4
Retail Trade Sales by Business Type 
Yellowstone County, 1977
38
Growth and Change in Retail Trade in
Montana's Cities /Paul E. Polzin
place, except for Helena, were food stores. These 
businesses accounted for from 17 to 18 percent of 
total retail sales in Missoula, Billings, and Great 
Falls.
The detailed sales statistics provide insights into 
the export component of retail trade. For example, 
the general merchandise (which includes depart 
ment stores) and the apparel and accessory 
categories are called “ high order goods”  by 
economists—that is, they tend to be concentrated 
in the larger trade centers. Notice that in Great Falls 
and Billings, which are the largest trade centers in 
the state, these two categories account for relative 
ly larger proportions of total retail sales than in 
Missoula and Helena. General merchandise stores 
represented about 13 to 14 percent of total retail 
sales in Great Falls and Billings, as compared to 
roughly 10 percent in Missoula and Helena. 
Statewide, sales in general merchandise stores 
represented 9.1 percent of total retail sales.
Similarly, the figures for apparel and accessory 
stores are 5.1 and 5.9 percent in Billings and Great 
Falls, respectively, but 3.6 and 4.2 percent in 
Missoula and Helena. The statewide figure is 4.8
percent. In other words, these data confirm the 
notion that many of the sales to nonresidents in the 
larger trade centers are made by department and 
clothing stores. O f course, the figures for Missoula 
must be interpreted with caution, because they do 
not include Southgate Mall, which has had a 
significant impact on retail trade in that city.
Southgate Mall and Missoula's economy
As was mentioned above, the 1977 data for retail 
sales in Missoula must be interpreted cautiously 
because they do not reflect the effects of Southgate 
Mall, which opened in the summer of 1978.
It is still far too early to assess the long-run 
economic impact of Southgate Mall. The empty 
stores downtown and the recent rash of going-out- 
of-business sales in Missoula serve as a reminder 
that not all the effects will be positive.
The employment figures for retail trade do 
provide a rough estimate of the magnitude of the 
Mali's impact. As shown in table 2, retail trade 
employment increased sharply during August and 
September of 1978, exactly corresponding to the
Figure 5
Retail Trade Sales by Business Type 
Cascade County, 1977
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Table 2
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